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CONEIDENTIAL JAKARTA 6795 

E.O. 11652: GDS 

TAGS: PDIP, PEPR, ID, CH 

SUBJECT: NO DIRECT TRADE WITH THE PRC 

REF: JAKARTA 6628 

1. THE MINISTER OE TRADE AND COOPERATIVES, RADIUS PRAWIRO, 
ANNOUNCED ON MAY 23, ALTER CONEERRING WITH PRESIDENT 
SUHARTO, THT THE GOI HAD DECIDED NOT TO ESTABLISH 
DIRECT TRADE WITH THE PRC, HE SAID, INDONESIA WILL 
CONTINUE TRADING THROUGH A THIRD COUNTRY '. RADIUS 
SAID THAT THE GOI CAME TO THIS DECISION AFTER CONSIDERING 
THE "POLITICAL, SECURITY, ECONOMIC AND SOCIAL POINTS OF 
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VIEW," AND HAS ACCORDINGLY ADVISED THE INDONESIAN CHAMBER 
OE COMMERCE (KADIN) TO DISCONTINUE ITS EEEORTS 
TO ESTABLISH DIRECT TRADE LINKS WITH THE PRC. 

2. THERE HAVE THUS EAR BEEN LEW DISSENTING VOICES TO 
THE GOES STATED POSITION, ONE NOTABLE EXCEPTION BEING 

A MEMBER OE PARLIAMENT AND HEAD OE THE GOLKAR EACTION, 
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SUGIHARTO, WHO HAS GONE ON PUBLIC RECORD TWICE IN THE 
LAST FEW DAYS URGING THE GOI TO MOVE MORE QUICKLY TOWARDS 
NORMALIZING DIPLOMATIC RELATIONS WITH THE PRC. 

3. THE PRIVATE BUSINESS COMMUNITY, WHICH CURRENTLY 
HANDLES THE INDIRECT TRADE WITH CHINA (ALMOST ENTIRELY 
ETHNIC CHINESE) THROUGH HONG KONG AND SINGAPORE. IT HAD 
BEEN HINTED THAT IF DIRECT TRADE LINKS HAD BEEN 
ESTABLISHED IT WOUD HAVE BEEN HANDLED BY STATE-OWNED 
TRADING COMPANIES. THE STATUS QUO, OF COURSE, LEAVES 
THE TRADING IN HANDS OF THE CHINESE BUSINESSMEN WITH 
THEIR INTRICATE WEB OF RELATIONSHIPS WITH HONG KONG AND 
SINGAPORE. 

4. FOREIGN DEPARTMENT DIRECTOR OF NORTH ASIAN AFFAIRS, 
DARWOTO, SPEAKING WITH EMBOFFS MAY 24, CONFESSED 
"SURPRISE" WITH THE GOES DECISION AND SPECULATED THAT 
THE PACE TOWARD NORMALIZING RELATIONS WITH THE PRC, 

OF WHICH DIRECT TRADE WOULD BE A PART, WAS PERHAPS TOO 
SWIFT. DARWOTO ALSO NOTED THAT THE PRC APPEARED TOO 
WARM AND EAGER DURING KADIN'S RECENT VISIT TO PEKING 
AND THIS IS SUSPECT IN THE EYES OF SOME GOI OFFICIALS, 
ESPECIALLY THOSE CONCERNED WITH INTERNAL SECURITY. 

HE DID NOT WISH TO SPECULATE ON WHETHER THE PRC 
BADMINTON TEAM WOULD STILL BE COMING TO INDONESIA SOME- 
TIME IN SEPTEMBER 1978, BUT SAID THAT IF A NEGATIVE 
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DECISION IS MADE, IT WOULD BE DONE BY THE GOI, NOT THE 
PRC. 

5. COMMENT: CHAIRMAN OF KADIN SUKENDAR'S EFFUSIVE 
REPORTS OF THE RECEPTION HE RECEIVED IN PEKING SEEM TO 
HAVE BACKFIRED. THE GOES ANNOUNCEMENT, WHILE NOT 
SURPRISING IN CONTENT, WAS ABRUPT AND ALMOST CERTAINLY 
THE RESULT OF A PERSONAL DECISION BY PRESIDENT SUHARTO 
HIMSELF. IT REMAINS TO BE SEEN WHAT KIND OF IMPACT 

THE DECISION WILL HAVE ON JAKARTA'S ZIGZAG COURSE 
TOWARDS NORMALIZATION OF RELATIONS WITH PEKING. 
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